WASATCH COUNTY
SPECIAL SERVICE DISTRICT#9
A COMPONENT UNIT OF WASATCH COUNTY

Financial Statements

December 31, 2005




TABLE OF CONTENTS

Independent Auditors’ Report
Managements’ Discussion and Analysis (unaudited)
Basic Financial Statements

Government-wide Financial Statements
Statements of Net Assets
Statements of Activities

Fund Financial Statements
Governmental Fund Balance Sheet

Reconciliation of the Governmental Fund Balance Sheet to the
Government-wide Statement of Net Assets

Statement of Revenues, Expenditures, and Changes in Fund Balance

Reconciliation of the Governmental Fund Statement of Revenues,
Expenditures, and Changes in Fund Balance to the
Government-wide Statement of Activities

Notes to Financial Statements
Required Supplementary Information

Statement of Revenues, Expenditures, and Changes in Fund Balance
Budget and Actual — General Fund

Additional Auditors’ Reports

Report on Internal Control Over Financial Reporting

and on Compliance and Other Matters Based on an Audit
of Financial Statements Performed in Accordance with
Government Aunditing Standards

Utah State Compliance Repott Based on the Requirements,
Special Tests and Provisions Required by the State of
Utah’s Legal Compliance Audit Guide




DAVID A. CLOWARD, CPA
KEVIN L. SIMISTER, CPA
O. JerrFery WILDE, CPA

MARK D. WHITTAKER, CPA
I C ‘HAWKIN S CLOWARD fd’ S IMI STE R DENTON R. ALEXANDER, CPA
=) D. Eric NUTTALL, CPA
@ - CERTIFIED PUBLIC ACCOUNTANTS, LC Bruce D. GARFIELD, CPA

CLINT L. PETERSON, CPA
ANGELA ANDERSON, CPA

RicHARD E. HAWKINS, CPA
Kerre T. Borur, CPA
RONALD K. HAwkINs, CPA

INDEPENDENT AUDITORS’ REPORT

Honotrable Administrative Board Members
Wasatch County Special Service District #9
Heber City, Utah

We have audited the accompanying financial statements of the governmental activities and major
fund of Wasatch County Special Service District #9 (District), a component unit of Wasatch
County, as of and for the year ended December 31, 2005, which collectively comprise the
District’s basic financial statements as listed in the table of contents. These financial statements
ate the responsibility of the District's management. Our responsibility is to exptess an opinion
on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. Those standards
require that we plan and petform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosutes in the financial statements. An audit
also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement ptesentation. We believe that
our audit provides a reasonable basis for out opinion.

In our opinion, the financial statements referred to above present faitly, in all material respects,
the financial position of the governmental activities and major fund of Wasatch County Special
Service District #9 as of December 31, 2005, and the respective changes in financial position
thereof for the year then ended in conformity with accounting principles generally accepted in
the United States of America.

In accordance with Government Auditing Standards, we have also issued a teport dated May 12,
2006, on our consideration of Wasatch County Special Service District #9's internal control over
financial reporting and our tests of its compliance with certain provisions of laws, regulations,
contracts, and other matters. The purpose of that report is to desctibe the scope of our testing
and not to provide an opinion on the internal control over financial reporting or on compliance.
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That report is an integral part of an audit performed in accordance with Government Auditing
Standards and should be read in conjunction with this report in considering the results of our
audit.

The management’s discussion and analysis and budgetary comparison information on pages
MDA-1 through MDA-5 and page 17 ate not a tequired part of the basic financial statements
but are supplementary information required by accounting principles generally accepted in the
United States of America. We have applied cettain limited procedures, which consisted
principally of inquiries of management regarding the methods of measurement and presentation
of the required supplementaty information. However, we did not audit the information and

express no opinion on it.
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HAWKINS CLOWARD & SIMISTER, LC

CERTIFIED PUBLIC ACCOUNTANTS

May 12, 2006



WASATCH COUNTY
SPECIAL SERVICE DISTRICT NO. 9

MANAGEMENT’S DISCUSSION AND ANALYSIS

As management of the Wasatch County Special Service District No. 9 (District) we offer readers of the District’s
financial statements this narrative overview and analysis of the District’s financial performance during the year
ending December 31, 2005. Please read it in conjunction with the District’s financial statements and additional

information that we have furnished in this analysis.

FINANCIAL HIGHLIGHTS

4 The assets of Wasatch County Special Service District No. 9 exceeded the liabilities as of the close of the
most recent year by $1,538,434 (net assets). Of this amount, $722,323 is invested in capital assets and
$816,111 is restricted for road expenditures.

. In the general fund, revenues exceeded expenditures by $58,019.

OVERVIEW OF THE FINANCIAL STATEMENTS

This annual report includes this Management’s Discussion and Analysis report, the Independent Auditor’s Report
and the basic financial statements of the District. This discussion and analysis are intended to serve as an

introduction to the District’s basic financial statements. The District’s basic financial statements are comprised of
three components: 1) government-wide financial statements, 2) fund financial statements, 3) notes to the financial

statements.

Government-wide Financial Statements
The government-wide financial statements are designed to provide rea
finances, in a manner similar to a private-sector business.

ders with a broad overview of the District’s

The balance sheet presents information on all the assets and liabilities of the District, with the difference between
the two reported as net assets. Over time, increases or decreases in net assets may serve as a useful indicator of
wether the financial position of the District is improving or deteriorating.

The statement of activities presents information showing how the net assets of the District changed during the most
recent fiscal year. All changes in net assets are reported as soon as the underlying event giving rise to change

occurs, regardless of the timing of related cash flows.

Both the statement of net assets and the statement of activities distinguish functions of the District that are
principally supported by mineral lease grants from the Utah Department of Community & Economic Development.
The governmental activities of the District include general government and administration of the acquisition and
construction of major capital facilities and of the expenditures for land, improvements on the land, and equipment

intended to have long- term beneficial use.

Fund Financial Statements
A fund is a grouping of related accounts that is used to maintain control over resources that have been segregated

for specific activities or objectives. The District, like other state and local governments, uses fund accounting to
ensure and demonstrate compliance with finance-related legal requirements. The District has two governmental

funds. A general fund and a capital projects fund.

MDA-1



WASATCH COUNTY
SPECIAL SERVICE DISTRICT NO. 9

MANAGEMENT’S DISCUSSION AND ANALYSIS (cont.)

Governmental funds are used to account for essentially the same functions reported as governmental activities in the
government-wide financial statements. However, unlike the government-wide financial statements, governmental
fund financial statements focus on current sources and uses of spendable resources, as well as on balances of
spendable resources available at the end of the fiscal year. Such information may be useful in evaluating a
government’s near-term financial requirements.

Because the focus of government funds is narrower than that of the government-wide financial statements, it is
useful to compare the information presented for governmental funds with similar information presented for
governmental activities in the government-wide financial statements. By doing so, readers may better understand
the long-term impact of the government’s near-term financing decisions. Both the Governmental Funds Balance
Sheet and the Governmental Funds Statement of Revenues, Expenditures, and Changes in Fund Balances provide a
reconciliation to facilitate this comparison between governmental funds and governmental activities.

The District adopts an annual appropriated budget for all of its governmental funds. A budgetary comparisoil
statement has been provided for the general fund to demonstrate compliance with its budget.

Please refer to the table of contents for the location of the basic governmental fund financial statements.

Notes to the Financial Statements
The notes provide additional information that is essential to a full understanding of the data provided in the

government-wide and fund financing statements. The notes are part of the basic financial statements.

Other Information
In addition to the basic financial statements and accompanying notes, this report also presents certain required

supplementary information concerning the District’s general fund budget analysis.

Additional auditor reports and schedules for the District are presented immediately following the required
supplementary information.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

As noted earlier, net assets may serve over time as a useful indicator of a government’s financial position. In the
case of Wasatch County Special Service District No. 9, total assets exceed total liabilities by $1,538,434 at the close

of December 31, 2005.

$816,111 of the District’s net assets represent resources that are subject to external restriction on how they may be

used. The remaining balance of net assets, $722,323 is invested in capital assets.

As of December 31, 2005 the District is able to report positive balances in all categories of net assets.

MDA-2




WASATCH COUNTY
SPECIAL SERVICE DISTRICT NO. 9

MANAGEMENT’S DISCUSSION AND ANALYSIS (cont.)

GOVERNMENT-WIDE STATEMENT OF NET ASSETS

2005 2004
Assets
Cash and cash equivalents $ 640,440 $ 642,549
Accounts receivable 175,705 115,543
Capital assets, net 722.323 651.894
Total assets $1.,538.468 $1.409.986
Liabilities
Accrued interest payable $ 3,134
Accounts payable $ 34
Noncurrent liabilities
Due within one year 26,207
Due in more than one year 287.975
Total Liabilities $ 34 $ 317316
Net Assets .
Invested in Capital Assets, Net of Related Debt $ 722323 § 337,712
- Restricted 816.111 754.958
Total Net Assets $ 1.538.434 $1.092.670

Government-wide Activities
The District receives general revenues from mineral lease grants from the Utah Department of Community &

Economic Development. The District also receives general revenue from the interest in a Public Treasurers
Investment Fund (PTIF). See the Statement of Activities for the types of revenues. Total Net Assets increased by
$445,764. Interest revenues increased by $7,974 because of the increased cash in the PTIF. The District purchased
$189,593 of equipment during the year and paid lease and rental payments on equipment in the amount of $51,060.
The District booked a depreciation expense of $119,164. The District’s total expenses of $181,500 were for road

expenses.
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WASATCH COUNTY
SPECIAL SERVICE DISTRICT NO. 9

MANAGEMENT’S DISCUSSION AND ANALYSIS (cont.)

GOVERNMENT-WIDE STATEMENT OF ACTIVITIES

2005 2004
Revenues:
Receipts from State of Utah $ 609,096 $ 464,259
Interest Revenue 18.168 10.194
Total Revenues 627.264 474.453
Expenses:
Equipment Lease 51,060 51,060
Services & Fees 8,735 781
Depreciation Expense 119,164 85,246
Interest Expense 2.541 (3.134)
Total Expenses 181,500 140,221
Change in net assets 445,764 334,232
Net assets - beginning 1.092.670 758,438
Net assets - ending $1.538434 $ _1.092.670

FINANCIAL ANALYSIS OF THE GOVERNMENT’S FUNDS

The focus of the District’s governmental funds is to provide information on near-term inflows, outflows, and
balances of spendable resources. Such information is useful in assessing the District’s financing requirements.

At the end of the year 2005, Wasatch County Special Service District No. 9's governmental funds reported an
ending fund balance of $816,111 all of which is reserved for road projects. The general fund was the chief
operating fund of the District.

GENERAL FUND BUDGETARY HIGHLIGHTS

Total expenditures were under budget $5,370. Revenues were over budget by $41,484. The increase in the adjusted
budget over the original budget in revenues of $121,779 is mainly due to the estimated increase in State mineral
lease funds of $114,650 and the estimated increase in interest earned on the PTIF (Public Treasurer’s Investment
Fund) of $5,800 during the year. The increase in expenditures from the original budget is mainly due to the
estimated increase in service and fees of $7,930, as well as additional approved equipment purchases during the
year.
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WASATCH COUNTY
SPECIAL SERVICE DISTRICT NO. 9

MANAGEMENT’S DISCUSSION AND ANALYSIS (cont.)

CAPITAL ASSET AND DEBT ADMINISTRATION

Capital Assets

The general fund was used to account for the costs incurred in procuring equipment necessary for the maintaining of
County roads for the safety and welfare of it’s citizens. A capital projects fund has been created to account for

these funds. No transfers were made into the capital projects fund during 2005. Net capital assets for
governmental activities had a beginning balance as of January 1, 2005 of $651,894 and an ending balance as of
December 31, 2005 of $722,323.

Leases
The District entered into a year-to-year equipment rental agreement with Wheeler Machinery for $30,667 a year and

a five year operating lease with Caterpillar Financial Services Corp. for $20,393a year, totaling yearly payments of
$51,060 for equipment.

Long-term Debt
The District opted to pay off the long term debt of $314,182 from Zions Bank used to fund the purchase of

equipment. The District paid off the debt in its entirety, including interest, in the amount of $320,607 on February
10, 2005.

CONTACTING THE DISTRICT’S FINANCIAL MANAGER

This financial report is designed to provide a general overview of the Wasatch County Special Service District No.
9's finances for all those with an interest in the District’s finances. If you have questions about this report or need
additional information, contact the Wasatch County Special Service District No. 9 finance office at 55 South 500

East #118, Heber City, Utah 84032.
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FINANCIAL STATEMENTS
The financial statements include integrated sets of financial statements as required by accounting
principles generally accepted in the United States of America. The statements include:
Government-wide financial statements

Fund financial statements — governmental fund
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WASATCH COUNTY SPECIAL SERVICE DISTRICT #9

A COMPONENT UNIT OF WASATCH COUNTY

Government-wide Statement of Net Assets

December 31, 2005

With Comparative Totals for December 31, 2004

ASSETS
Cash and cash equivalents
Accounts receivable
Capital assets, net
Total assets
LIABILITIES

Accounts payable
Accrued interest payable
Noncurrent habilities

Due within one year

Due in more than one year

Total liabilities
NET ASSETS

Invested in capital assets
Restricted for road expenditures

Total net assets

SEE ACCOMPANYING NOTES TO FINANCIAL STATEMENTS.

Governmental Activities
2005 2004
640,440 642,549
175,705 115,543
722,323 651,894
1,538,468 1,409,986
34
3,134
26,207
287,975
34 317,316
722323 337,712
816,111 754,958
1,538 434 1,092,670




R WASATCH COUNTY SPECIAL SERVICE DISTRICT #9
. A COMPONENT UNIT OF WASATCH COUNTY
Govermnment-wide Statement of Activities
. For the Year Ended December 31, 2005
With Comparative Totals for the Year Ended December 31, 2004
Program Revenues Net (Expense)
- Fees, Fines Operating Capital Revenues and
and Charges Grants and Grants and Changes in
. Program Activities Expenses for Services Contributions Contributions Net Assets 2004
) Governmental Activities
. Roads $ 181,500 $ -0- $ 609,096 $ -0- $ 427,596 $ 324,038
! General Revenues
Interest income 18,168 10,194
- Change in net assets 445,764 334,232
- Net assets beginning of year 1,092,670 758,438
. Net assets end of year § 1,538,434 $ 1,092,670
SEE ACCOMPANYING NOTES TO FINANCIAL STATEMENTS. 4
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WASATCH COUNTY SPECIAL SERVICE DISTRICT #9
A COMPONENT UNIT OF WASATCH COUNTY

Governmental Fund Balance Sheet
December 31, 2005
With Comparative Totals for December 31, 2004

General
2005 2004
ASSETS
Cash and cash equivalents $ 640,440 $ 642,549
Accounts receivable 175,705 115,543
Total assets $ 816,145 $ 758,092
LIABILITIES AND FUND BALANCE
Liabilities
Accounts payable $ 34
Total liabilities 34 $ -0-
Fund Balance
Reserved for road projects 816,111 758,092
Total fund balance 816,111 758,092
Total liabililties and fund balance $ 816,145 $ 758,092

SEE ACCOMPANYING NOTES TO FINANCIAL STATEMENTS. 5
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WASATCH COUNTY SPECIAL SERVICE DISTRICT #9

A COMPONENT UNIT OF WASATCH COUNTY
Reconciliation of the Governmental Fund Balance Sheet to the
Government-wide Statement of Net Assets
December 31, 2005

Total fund balance — governmental fund

Amounts reported for the governmental activities in the Government-wide Statement of
Net Assets are different due to the following:

Capital assets used in governmental activities are not current financial resources and

therefore ate not reported in the governmental fund balance sheet.

Net assets of governmental activities

SEE ACCOMPANYING NOTES TO FINANCIAL STATEMENTS. 6

$ 816,111
722,323
$ 1,538434
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WASATCH COUNTY SPECIAL SERVICE DISTRICT #9
A COMPONENT UNIT OF WASATCH COUNTY

Statement of Revenues, Expenditures, and

Changes in Fund Balance
Fot the Year Ended December 31, 2005

With Comparative Totals for the Year Ended December 31, 2004

General
2005 2004
Revenues
Mineral lease funds $ 565,267 $ 421,759
Payment in lieu of taxes 43,829 42,500
Interest 18,168 10,194
Total revenues 627,264 474,453
Expenditures
Equipment 51,060 51,060
Service fees 8,735 781
Capital outlay 189,593 405,689
Debt setvice
Principal 314,182
Interest 5,675
Total expenditures 569,245 457,530
Excess (deficiency) of revenues over expenditures 58,019 16,923
Other Financing Sources
Proceeds from debt 314,182
Total other financing sources 314,182
Excess (deficiency) of revenues and other financing sources
ovet expenditures 58,019 331,105
Fund balance beginning of year 758,092 426,987
Fund balance end of year $ 816,111 $ 758,092
SEE ACCOMPANYING NOTES TO FINANCIAL STATEMENTS. 7
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WASATCH COUNTY SPECIAL SERVICE DISTRICT #9
A COMPONENT UNIT OF WASATCH COUNTY

Reconciliation of the Governmental Fund Statement of Revenues, Expenditures, and

Changes in Fund Balance to the Government-wide Statement of Activities

For the Year Ended December 31, 2005

Net change in fund balances governmental fund

Amounts reported for the governmental activities in the Statement of Activities are
different due to the following:

Governmental funds report capital outlay as expenditures. However, in the Government-
wide Statement of Activities and Changes in Net Assets, the cost of those assets are
allocated over their estimated useful lives as depreciation expense. This is the amount of
capital assets recorded in the current period.

Depreciation expense on capital assets is reported in the Government-wide Statement of
Activities and Changes in Net Assets, but does not require the use of cutrent financial
resources. Therefore, depreciation expense is not reported as an expenditure in
governmental funds.

The issuance of long-term debt provides current financial resources to governmental
funds, while the repayment of the principal consumes current financial resources of
governmental funds. Neither transaction, however, has any effect on net assets. Also,
governmental funds report the effect of issuance cost, premiums, discounts, and similar
items when debt is first issued, whereas the amounts are deferred and amortized in the
Statement of Activities. This amount is the net effect of these differences in the
treatment of long-term debt and related items.

Accrued interest expense on long-term debt is reported in the Government-wide
Statement of Activities and Changes in Net Assets, but does not require the use of
current financial resources; therefore, accrued interest expense is not reported as
expenditures in governmental funds.

Change in net assets of governmental activities

SEE ACCOMPANYING NOTES TO FINANCIAL STATEMENTS. 8

58,019

189,593

(119,164)

314,182

3,134

445,764




NOTES TO FINANCIAL STATEMENTS

The notes to the financial statements are included to provide information that is essential to a
user’s understanding of the financial statements.




WASATCH COUNTY
SPECIAL SERVICE DISTRICT#9
A COMPONENT UNIT OF WASATCH COUNTY
Notes to Financial Statements
December 31, 2005

NOTE1 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements and notes are representations of Wasatch County Special Setvice
District #9’s management, which is responsible for their integrity and objectivity. They have
been prepared in conformity with generally accepted accounting principles in the United States of
America as presctibed by the Governmental Accounting Standards Board and present the financial
position and the tesults of opetations as of December 31, 2005, and for the year then ended. This
summary of significant accounting policies of the District is presented to assist in understanding
the financial statements.

Reporting Entity

Wasatch County Special Service District #9 (the District) has been determined to be a
governmental fund type. The District was established to receive mineral lease revenues from the
State of Utah. The mineral lease funds are restricted to expenditures on roads and road
activities.

Component Unit

Under the guidelines established by GASB 39, the District has been determined to be a
component unit of Wasatch County for financial reporting putposes and is included as a discrete
component unit in the County's financial statements.

No other entities are considered to be component units of the District.

Basis of Presentation

The government-wide financial statements (the statement of net assets and the statement of
activities) report information on all of the activities of the District. The statement of activities
demonstrates the degree to which the direct expenses of the given program are offset by
program revenues. Direct expenses are those that are clearly identifiable with a specific
program. Program revenues include 1) charges to customers or applicants who putchase, use, or
directly benefit from goods, services, or privileges provided by a given program and 2) operating
or capital grants and contributions that are restricted to meeting the operational or capital
requirements of a particular program. Interest income and other items not propetly included
among program trevenues are reported instead as general revenues.




WASATCH COUNTY
SPECIAL SERVICE DISTRICT#9
A COMPONENT UNIT OF WASATCH COUNTY
Notes to Financial Statements
December 31, 2005

NOTE 1 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Fund Financial Statements

The District segregates transactions related to certain functions or activities in separate funds in
order to aid financial management and to demonstrate legal compliance.

Governmental funds are those funds through which most of the governmental functions
typically are financed. The measurement focus of governmental funds is on the sources, uses
and balance of cutrent financial resources.

General Fund

The General Fund is the main operating fund of the District. This fund is used to account
for all financial resources not accounted for in other funds. All general tax revenues and
other receipts that are not restricted by law or contractual agreement to some other fund are
accounted for in this fund. General operating expenditures, fixed charges and capital
improvement costs that are not paid through other funds ate paid from the General Fund.
The General Fund is the only major fund of the District.

Capital Projects Fund

The Capital Projects Fund is used to account for funds received and expended for the
acquisition or construction of capital facilities, improvements, and equipment. To date, the
District has not transferred any funds into the Capital Projects Fund, nor expended any
funds from it; therefore, the District has not presented this fund in the financial statements.

Measurement Focus/Basis of Accounting

Measurement focus refers to what is being measured; basis of accounting refers to when
revenues and expenditures are recognized in the accounts and reported in the financial
statements. Basis of accounting relates to the timing of the measurement made, regardless of
the measurement focus applied.

10




WASATCH COUNTY
SPECIAL SERVICE DISTRICT#S9
A COMPONENT UNIT OF WASATCH COUNTY
Notes to Financial Statements
December 31, 2005

NOTE 1 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Measurement Focus/Basis of Accounting (Continued)

The government-wide statements ate reported using the economic resources measurement focus
and the accrual basis of accounting. The economic resources measurement focus means all
assets and liabilities (whether current or non-current) are included on the balance sheet and the
operating statements present increases (tevenues) and decreases (expenses) in net total assets.
Under the accrual basis of accounting, revenues are recognized when eamned. Expenses are

recognized at the time the liability is incurred.

Governmental fund financial statements are reported using the current financial resources
measurement focus and are accounted for using the modified accrual basis of accounting.
Under the modified accrual basis of accounting, revenues are recognized when susceptible to
accrual; 1.e., when they become both measurable and available. “Measurable” means the amount
of the transaction can be determined and “available” means collectible within the current period
or soon enough thereafter to be used to pay lhabilities of the current period. The District
considers amounts collected within 60 days after year end to be available. Expenditures are
recorded when the related fund liability 1s incurred. However, debt setvice expenditures are
recorded only when payment is due.

Accounts Receivable

The District’s teceivables consist of the quarterly payment of mineral lease funding. The District
believes all the receivables will be collected, therefore the District has not recorded an allowance
for doubtful accounts. The policy for determining when receivables are past due is based on the
most recent payments received.

Capital Assets

Capital assets are stated at cost for items purchased by the District and at estimated fair market
value at the date of contribution, for items contributed to the District. Capital assets are defined
by the District as assets with an initial, individual cost of more than $5,000. The cost of
maintenance and repairs is expensed as incurred; significant renewals and betterments are
capitalized.

11
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WASATCH COUNTY
SPECIAL SERVICE DISTRICT#9
A COMPONENT UNIT OF WASATCH COUNTY
Notes to Financial Statements
December 31, 2005

NOTE 1 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Capital Assets (Continued)

Depreciation is computed using the straight-line method. All of the District’s capital assets are
equipment, and the useful lives are five to twelve yeats.

When assets are retired or otherwise disposed of, the cost and related accumulated depreciation
are removed from the accounts, and any resulting gain or loss is teflected in the income for the

petiod.
See Note 4 for additional information.

Budgeting

The District’s governing boatd adopts a budget for each year prior to the beginning of the yeat.
These budgets are amended during the year, as the board deems necessaty, to accommodate
current operations, and are accepted by official vote of the board. The board amended the
budget for the year ended December 31, 2005.

Risk Management

The District is exposed to various risks of loss related to torts; theft of, damage to, and
destruction of assets; errors and omissions, and natural disasters for which the District retains
the risk of loss. The District has insurance through Wasatch County. As of December 31, 2005
no claims have been made. For insured programs there were no significant reductions in
coverage from the prior year, and settlement claims resulting from these risks have not exceeded
commercial insurance coverage in any of the past three years.

Estimates

The preparation of financial statements in conformity with generally accepted accounting
principles in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and labilities, the disclosure of
contingent assets and liabilities at the date of the financial statements, and the reported amounts
of revenues and expenses during the reporting period. Actual results could differ from those
estimates.

12




WASATCH COUNTY
SPECIAL SERVICE DISTRICT#9
A COMPONENT UNIT OF WASATCH COUNTY
Notes to Financial Statements
December 31, 2005

NOTE 1 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Cash and Cash Equivalents

The District defines cash and cash equivalents as all deposits in its checking account, and all
highly liquid debt instruments purchased with a maturity of three months or less. See Note 2 for
additional information.

Net Assets

Net assets represent the difference between assets and labilities. Net assets invested in capital
assets, net of related debt consist of capital assets net of accumulated depreciation, reduced by
the outstanding balances of any borrowing used for the acquisition, construction or
improvements of those assets, and adding back unspent debt proceeds. Net assets are reported
as restricted when there are limitations imposed on their use either through the enabling
legislation adopted by the District or through external restrictions imposed by creditors, grantors
or laws or regulations of other governments. The District first utilizes restricted resources to
finance qualifying activities.

NOTE 2 — DEPOSITS AND INVESTMENTS

Deposits and investments for local government are governed by the Utah Money Management
Act (Utah Code Annotated, Title 51, Chapter 7, “the Act”) and by rules of the Utah Money
Management Council (the Council). Following are discussions of the District’s exposure to
various tisks related to its cash management activities.

Custodial Credit Risk - Deposits

Custodial credit tisk for deposits is the risk that in the event of a bank failure, the District's
deposits may not be recovered. The District’s policy for managing custodial credit risk is to
adhere to the Money Management Act. The Act tequires all deposits of the District to be in a
qualified depository, defined as any financial institution whose deposits are insured by an agency of
the federal government and which has been certified by the Commissioner of Financial
Institutions as meeting the requirements of the Act and adhering to the rules of the Utah Money
Management Council. As of December 31, 2005, $26,968 of the District's bank balance of
$126,968 was uninsured and uncollateralized.

13



WASATCH COUNTY
SPECIAL SERVICE DISTRICT#9
A COMPONENT UNIT OF WASATCH COUNTY
Notes to Financial Statements
December 31, 2005

NOTE 2 — DEPOSITS AND INVESTMENTS (CONTINUED)
Credit Risk

Credit tisk is the risk that the counterparty to an investment will not fulfill its obligations. The
District’s policy for limiting the credit risk of investments is to comply with the Money
Management Act.

The District is authorized to invest in the Utah Public Treasuret's Investment Fund (PTIF), an
external pooled investment fund managed by the Utah State Treasurer and subject to the Act
and Council requirements. The PTIF is not registered with the SEC as an investment company,
and deposits in the PTIF are not insured or otherwise guaranteed by the State of Utah. The
PTIF operates and reports to participants on an amortized cost basis. The income, gains, and
losses, net of administration fees, of the PTIF are allocated based upon the participants’ average
daily balances.

For the year ended December 31, 2005, the District had investments of $513,473 with the PTIF.
The entire balance had a maturity of less than one year. The PTIF pool has not been rated.

Interest Rate Risk

Interest rate risk is the risk that changes in interest rates of debt investments will adversely affect
the fair value of an investment. The District manages its exposute to declines in fair value by
investment mainly in the PTIF and by adheting to the Money Management Act. The Act

requires that the remaining term to maturity of investments may not exceed the period of
availability of the funds to be invested.

NOTE 3 — ECONOMIC DEPENDENCY

Wasatch County Special Service District #9 is economically dependent on the mineral lease
funding from the State of Utah. The District received neatly one-hundred (100) percent of its
revenues from the mineral lease funding.

14




WASATCH COUNTY
SPECIAL SERVICE DISTRICT#9
A COMPONENT UNIT OF WASATCH COUNTY
Notes to Financial Statements
December 31, 2005

NOTE 4 — CAPITAL ASSETS

Capital asset activity for the year ended December 31, 2005 is as follows:

Balance Balance
12/31/2004 Additions Deletions 12/31/2005

Capital assets, being depreciated

Equipment $ 969,011 $ 189,593 $ 1,158,604
Total capital assets, at historical cost 969,011 189,593 1,158,604
Less accumulated depreciation

Equipment (317,117) (119,164) (436,281)
Total accumulated depreciation (317,117 (119,164) (436,281)
Capital assets, net $ 651,894 $ 70,429 g -0- % 722,323

NOTE 5 — LONG-TERM LIABILITIES

The District borrowed $314,182 from Zions Bank at a rate of 3.98% in September 2004 to fund
the purchase of equipment. On February 10, 2005, the District repaid the full amount, plus
interest accrued to that date.

Long-term liabilities for the year ended December 31, 2005 are as follows:

Balance Balance Due Within
12/31/2004 Additions Reductions 12/31/2005 One Year
Note payable $ 314,182 $ -0- $ (314,182 $ -0- $ -0-
Total long-term debt § 314182  § 0§ (31418 § S 30

The District charged $5,675 of interest to expenditures in the fund financial statements. Of this
amount $2,541 was included as a direct function expense in the government-wide financial
statements.
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WASATCH COUNTY
SPECIAL SERVICE DISTRICT#9
A COMPONENT UNIT OF WASATCH COUNTY
Notes to Financial Statements
December 31, 2005

NOTE 6 — OPERATING LEASE

The District entered into a five year operating lease with Caterpillar Financial Services Corp. on
December 8, 2003 to lease a Caterpillar 950 G Wheel Loader. The lease requires annual
payments of $20,393. The total lease expense for 2005 was $20,393. Minimum future lease
payments required under this operating lease agreement are as follows:

Year Ended

December 31 Payment
2006 $ 20,393
2007 20,393
Total $ 40,786

NOTE 7 — SUBSEQUENT EVENTS
On January 25, 2006, the District purchased three additional spreaders at a cost of $34,399.

On February 3, 2006, the District purchased three additional standard plow trucks at a cost of
$224 801.

On February 23, 2006, the District entered into a five year agreement with Caterpillar Financial
Services to lease equipment at a cost of $29,007 per year.

On February 28, 2006, the District approved bids for a new Kenworth truck at a cost of
$101,744, two flat beds at a cost of $1,741 each, and two sanders at a cost of $11,139 each.

16
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REQUIRED SUPPLEMENTARY INFORMATION

Required supplementary information includes financial information and disclosures that are
required by generally accepted accounting principles in the United States of America, but are not
considered a patt of the financial statements. Such information includes:

Statement of Revenues, Expenditures, and Changes in Fund Balance
Budget and Actual — General Fund
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WASATCH COUNTY SPECIAL SERVICE DISTRICT #9
A COMPONENT UNIT OF WASATCH COUNTY
Statement of Revenues, Expenditures, and Changes in Fund Balance
Budget and Actual — General Fund
For the Year Ended December 31, 2005
With Comparative Totals for the Year Ended December 31, 2004

Variance with

Original Amended Actual Budget
Budget Budget Amounts Positive (Negative)
Revenues
Mineral lease funds $ 412,000 $ 526,650 $ 565,267 $ 38,617
Payment in lieu of taxes 42,500 43,830 43,829 1)
Interest 9,500 15,300 18,168 2,868
Total revenues 464,000 585,780 627,264 41,484
Expenditures
Equipment 51,060 51,060 51,060
Service fees 500 8,430 8,735 (305
Depreciation 90,000
Capital outlay 188,843 189,593 (750)
Debt setvice
Principal 314,182 320,607 314,182 6,425
Interest 6,300 5,675 5,675
Total expenditures 462,042 574,615 569,245 5,370
Excess (deficiency) of revenues
over expenditures 1,958 11,165 58,019 $ 46,854
Fund balance, beginning of year 758,092 758,092 758,092
Fund balance, end of year $ 760,050 $ 769,257 $ 816,111
17
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ADDITIONAL AUDITORS’ REPORTS

These additional reports are requited by Government Auditing Standards and the Utah State
Auditor’s Office, respectively.
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Davip A. CLowarD, CPA
KEVIN L. SIMISTER, CPA
O. JEFFery WILDE, CPA

HAWKINS CLOWARD & SIMISTER e
éf S » D. Eric NutTaLL, CPA

CERTIFIED PUBLIC ACCOUNTANTS, LC Bruce D. GARFIELD, CPA
. CuLNT L. PeTErRsoN, CPA
ANGELA ANDERSON, CPA

RicHARD E. HAWKINS, CPA
KertH T. Borur, CPA
RoNaLD K. Hawkins, CPA

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

Honorable Administrative Board Members
Wasatch County Special Service District #9
Heber City, Utah

We have audited the financial statements of the governmental activities and major fund of
Wasatch County Special Service District #9 (District) for the year ended December 31, 2005,
which collectively comprise the District’s basic financial statements, and have issued our report
thereon dated May 12, 2006. We conducted our audit in accordance with auditing standards
generally accepted in the United States of Ametica and the standards applicable to financial
audits contained in Government Auditing Standards, issued by the Comptroller General of the
United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we consideted Wasatch County Special Service District
#9’s internal control over financial reporting in order to determine our auditing procedures for
the purpose of expressing our opinion on the financial statements and not to provide an opinion
on the internal control over financial reporting. Our consideration of the internal control over
financial reporting would not necessarily disclose all matters in the intetnal control that might be
material weaknesses. A material weakness is a reportable condition in which the design or
operation of one or more of the internal control components does not reduce to a relatively low
level the nisk that misstatements caused by etror or fraud in amounts that would be material in
relation to the financial statements being audited may occur and not be detected within a timely
period by employees in the normal course of performing their assigned functions. We noted no
matters involving the internal control over financial reporting and its operation that we consider
to be material weaknesses.

MEMBERS OF THE AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS

1095 South 800 East, Suite 1 * PO Box 971810 * Orelms, UT 84097 * 801-224-1900 * FAX: 801-224-1930

www.mycpa.com * Email: hes@mycpa.com
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether Wasatch County Special Service
Disttict #9°s financial statements are free of material misstatement, we petformed tests of its
compliance with certain provisions of laws, regulations, contracts and grant agreements,
noncompliance with which could have a direct and material effect on the determination of
financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit and, accordingly, we do not express such an
opinion. The results of our tests disclosed no instances of noncompliance or other matters that

are required to be reported under Government Anditing Standards.

This report is intended for the information of the District’s Board, management, and the Utah
State Auditor’s office and is not intended to be and should not be used by anyone other than
these specified parties.

Harokans (o + Stmdster, Lo

HAWKINS CLOWARD & SIMISTER, LC

CERTIFIED PUBLIC ACCOUNTANTS

May 12, 2006
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UTAH STATE COMPLIANCE REPORT BASED ON THE
REQUIREMENTS, SPECIAL TESTS, AND PROVISIONS REGQUIRED
BY THE STATE OF UTAH'S LEGAL COMPLIANCE AUDIT GIUHDE

Honorable Administrative Board Membets
Wasatch County Special Setvice District #9
Heber City, Utah

We have audited the financial statements of the governmental activities and major fund of
Wasatch County Special Service District #9 (District), for the yeat ended December 31, 2005,
and have issued our report thereon dated May 12, 2006. As part of our audit, we have audited
Wasatch County Special Setvice District #9's compliance with the requirements governing types
of services allowed or unallowed; eligibility; matching, level of effort, or earmatking; repotting;
special tests and provisions applicable to its major State assistance ptogram as required by the
State of Utah Legal Compliance Audit Guide for the year ended December 31, 2005. The
District received the following major assistance program from the State of Utah:

Mineral Lease Distribution to County Special Service Districts (DOT, Administration)
The District did not receive any non-major State gtants.

Our audit also included test work on the District’s compliance with those general compliance
requirements identified in the State of Utah Legal Compliance Audit Guide, including;

Cash Management
Purchasing Requirements
Budgetary Compliance
Special Districts

Other General Issues

The management of Wasatch County Special Service District #9 is tesponsible for the District's
compliance with all compliance requirements identified above. Our responsibility is to exptess an
opinion on compliance with those requirements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and Government Auditing Standards, issued by the Comptroller General of the

MEMBERS OF THE AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
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United States. Those standards require that we plan and petform the audit to obtain reasonable
assurance about whether matetial noncompliance with the requirements referred to above
occurred. An audit includes examining, on a test basis, evidence about the District's compliance
with those requitements. We believe that out audit provides a reasonable basis for our opinion.

The results of our audit procedures disclosed no instances of noncompliance with the

requirements referred to above.

CURRENT STATUS OF PRIOR YEAR IMMATERIAL INSTANCES OF
NONCOMPLIANCE

2004-1
Finding: Fidelity bond
State law requites a public treasurer to be bonded. The District did not have a bond on theit

treasuret.

Status:
This finding has been corrected.

2004-2
Finding: Expenditures exceed the budgeted expenditures

The District’s actual expenditures exceeded the budgeted expenditures.

Status:
This finding has been corrected.

In our opinion, Wasatch County Special Setvice District #9, complied, in all material respects,
with the general compliance requirements identified above and the requirements governing types
of services allowed or unallowed; eligibility; matching, level of effort, or earmarking; reporting;
and special tests and provisions that are applicable to its major State assistance program for the
year ended December 31, 2005.

This repott is intended for the information of the District Board, management, and the Utah
State Auditor’s office and is not intended to be and should not be used by anyone other than

these specificd parties. .
Hewkins Uoward + Sumngtor; ¢
HAWKINS CLOWARD & SIMISTER, LC

CERTIFIED PUBLIC ACCOUNTANTS

May 12, 2006
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